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My t a l k  today w i l l  t r ea t  i n  a few minutes of review what r e  have 

e s t a b l i s h e d  a t  g r e a t e r  length  i n  previous meetings.  

c r i b e  some r e c e n t  s t u d i e s  w e  have made i n  t h e  a t tempt  t o  measure r e sea rch  

and development marketing e f f ec t iveness .  

means of improving a caupany's e f f ec t iveness  i n  marketing i t s  r e sea rch  and 

development a c t i v i t i e s .  

Next we  s h a l l  des- 

F i n a l l y  w e  s h a l l  d i scuss  some 

I 

PRIOR FINDINGS 

1 

Figure  1 shows t h e  r e s u l t s  of s t u d i e s  we made of two Department of 
I 

Defense f i e l d  c e n t e r s  i n  which a t o t a l  of 90 R & D c o n t r a c t  awards, for-  

mally competi t ive and above $100,000 i n  s i z e ,  were examined. The p l o t  

shows a frequency d i s t r i b u t i o n  of t h e  p o s i t i o n  of c o n t r a c t  winners '  names 

on t h e  government's o r i g i n a l  non-alphabet ical  procurement r eques t  forms. 

These forms con ta in  what t h e  government t e c h n i c a l  i n i t i a t o r  of t h e  con- 

t r a c t  wrote  out  when he f i r s t  s t a r t e d  t h e  f o r m a l i t i e s  of t h e  procurement 

process .  

p r i o r  t o  t h e  government agency's s o l i c i t a t i o n  of i ndus t ry ,  p r i o r  t o  i t s  

r e c e i p t  of i ndus t ry  proposals ,  p r i o r  t o  t h e  agency's eva lua t ion  of t h e  

proposa ls ,  and p r i o r  t o  t h e  award of  t h e  R & D con t r ac t s .  The po in t  of  

t h e  da ta  is very  c l e a r ;  namely, the winners a r e  u s u a l l y  those  companies 

These data  a r e  drawn from documents prepared s i x  t o  e i g h t  months ! 

I 
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P o s i t i o n  on PR L i s t s  

Figure 1, R&D Awards a s  a Function of I n i t i a t o r s '  
Preference I n d i c a t i o n s  

t h a t  have done s u f f i c i e n t  work with t h e  government t e c h n i c a l  i n i t i a t o r  

of a r e sea rch  and development procurement t o  be l i s t e d  f i r s t  o r  second, 

o r  t h i r d  perhaps,  on h i s  suggested source  l i s t o  This  win frequency occurs  

d e s p i t e  a l l  t h e  formal. cempet i t ive a c t i v i t i e s  t h a t  fol low p repa ra t ion  of 

1 t h e  o r i g i n a l  source l i s t ,  

F igure  2 r e f l e c t s  t h e  processing 0% t h e  award da ta  one s t e p  f u r t h e r .  

This  processing 0% t h e  da t a  i s  suggested by t h e  f a c t  t h a t  i t  i s  d i f f i c u l t  

f o r  the government t o  award a con t r ac t  to a company t h a t  i s  s o l i c i t e d  t o  

b i d  bent i n  f a c t  does not b id .  By e l imina t ing  from t h e  o r i g i n a l  source 

l i s ts  those companies t h a t  eventua l ly  d id  not  b id  f o r  t h e  job, w e  produce 

t h e  r e s u l t s  shown i n  F igure  2 o  There you see a more sha rp ly  def ined  i n d i -  

c a t i o n  t h a t  i f  you were both prefer red  by t h e  government i n i t i a t o r  and 

I might r e f e r  ysu t o  Adaptabi l i ty  f o r  Su rv iva l  i n  t h e  Defense I n d u s t r i e s ,  
t h e  proceedings of l a s t  y e a r ' s  conference h e r e  a t  Boston College,  f o r  
broader details of t h i s  s tudy* My paper is t i t l e d  'Marketing and Engi- 
neer ing  S t r a t e g i e s  f o r  Winning RBsD Contrac ts 'ne  
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Figure 2 ;  R&D Awards a s  a Function of Initiators' 
Preference Indications, Dropping 

No-Bidders from Lists 

you also were smart enough to bid an the job, you had even a better proba- 

bility of winning the contract, 

One other thing that we established in prior studies mentioned last 

year is that large differences exist between characteristics of winners 

and losers on the same sets of R6J) competitionr These differences were 

established by questionnaire study of 1100 companies solicited to bid on 

45 award competitions. Simply stated some of the results were as 

€0 Blows : 

1) Winners had done far more prior contractual work with the 

government agency. 

2) 

3) 

Winners had submitted more prior unsolicited proposals, 

Winners did not think that the procurement belonged to somebody 

else 
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4 )  Winners d id  f r equen t ly  th ink  t h a t  t h c  procurement tended t o  

belong t o  them. 

5 )  

6 )  

Winners knew t h e  t echn ica l  i n i t i a t o r .  

Winners contacted t h e  i n i t i a t o r  a f t e r  r ece iv ing  t h e  RFPs but 

before  submi t t ing  t h e i r  proposals .  

7)  Winners f e l t  they  had a n  advantage over  t h e i r  compet i t ion.  

8) Winners r e f l e c t e d  customer t e c h n i c a l  preferences  i n  t h e i r  

p roposa ls  

9) Winners d i r e c t e d  t h e i r  proposals a t  p a r t i c u l a r  i n d i v i d u a l s  i n  

t h e  o r g a n i z a t i o n *  

10) And t h e  winners,  i n c i d e n t a l l y ,  d id  not  p a r t i c u l a r l y  u s e  tech-  

n i c a l  writers i n  t h e  p repa ra t ion  of t h e i r  proposals .  

Now a l l  of t h e s e  a r e  s t a t i s t i c a l l y  s i g n i f i c a n t  d i f f e r e n c e s  d i s t i n g u i s h i n g  

t h e  winners of R&D c o n t r a c t s  i n  genera l  from l o s e r s .  

t h e  i n v e r s e  of a l l  of t h e s e  c h a r a c t e r i s t i c s .  

The l o s e r s  evidenced 

A s  a r e s u l t  of t h e s e  s t u d i e s  it becomes r a t h e r  c l e a r  t h a t  research  

and development c o n t r a c t  awards a r e  l a r g e l y  based upon person-to-person 

con tac t  between t h e  t e c h n i c a l  people of c o n t r a c t o r  o rgan iza t ions  and t h e  

t e c h n i c a l  people of t h e  government o rgan iza t ions .  

a r e  spread over  a long per iod  of t i m e  w e l l  i n  advance of t h e  r e q u e s t s  f o r  

proposal .  

t o r ' s  beginning of t h e  formal process  t h a t  even tua l ly  l eads  t o  a r eques t  

f o r  proposal .  

pa t ion  of a n  RFP. By t h e  time the  government b e l i e v e s  a r e sea rch  and 

development need e x i s t s  t h a t  should be f u l f i l l e d  under c o n t r a c t ,  t h e  win- 

ning company i s  usua l ly  being considered e a r n e s t l y  by t h e  t e c h n i c a l  i n i t i a t o r  

These personal  con tac t s  

Moreover, they  a r e  even w e l l  i n  advance of t h e  government i n i t i a -  

Thus winning r e f l e c t s  not  merely doing "homework" i n  a n t i c i -  
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a s  one of t h e  few f i rms  q u a l i f i e d  and capable  of f u l f i l l i n g  h i s  needs 

The accumulation of t h e  da ta  w e  have organized i n  t h e  p a s t  s e v e r a l  y e a r s  

i n d i c a t e s  t h a t  t h e s e  f ind ings  apply a t  l e a s t  t o  most R&D c o n t r a c t s  of up 

t o  one o r  two m i l l i o n  d o l l a r s  i n  s ize .  The s i t u a t i o n  i s  probably less 

t r u e ,  a l though I t h i n k  t h e  p r i n c i p l e s  a r e  s t i l l  t r u e ,  f o r  c o n t r a c t s  

above a few m i l l i o n  d o l l a r s  i n  s i z e .  

Given t h e  theme of t h i s  conference,  I would observe t h a t  one changing 

bsiauadary of t h e  defense indus t ry  i n  t h e  next  f i v e  y e a r s  i s  i n  t h e  a rea  of 

compet i t ion f o r  r e sea rch  and development c o n t r a c t s .  From i n s i g h t s  gained 

dur ing  ex tens ive  l e c t u r i n g  and consul t ing  work wi th  a l a r g e  number of com- 

panies in t h e  defense indus t ry ,  I observe t h a t  more and more companies 

pe rce ive  t h e  determinants  of research  and development awards t h a t  w e  have 

been d i scuss ing  t h i s  morning. 

t h e s e  f a c t o r s  i n  t h e i r  s t r a t e g i e s  and t a c t i c s  f o r  winning r e sea rch  and 

development c o n t r a c t s o  The R&D competi t ion w i l l  become even tougher than  

't has  been a s  more companies manifest  more i n t e l l i g e n t  compet i t ive 

p " s c t  1ces 0 

These companies w i l l  more c l e a r l y  r e f l e c t  

LJme af you m y  r e g r e t  having your competi t ion l e a r n  what you t h i n k  

yah; have known a l l  a long ,  On the  o t h e r  hand, t h e  next  se t  of  da ta  w e  s h a l l  

;I:esent sugges ts  t h a t  perhaps you have not  r e a l l y  known t h e s e  f a c t s  su f -  

f i c i e n t l y  w e l l  t o  have them evidenced i n  your behavior .  

be a cons iderable  d i f f e r e n c e  between what you know i n  t h e  back of your 

minds and what you do when you make funding and manpower a l l o c a t i o n s  and 

b id  o r  no-bid dec i s ions ,  

There seems t o  
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MEASUREMENTS OF R&D MARKETING EFFECTIVENESS 

I should now l i k e  t o  r e p o r t  on some r e c e n t  r e sea rch  i n  which w e  have 
- -  

obta ined  various'measures of r e sea rch  and development marketing e f f e c t i v e -  

n e s s -  During the pas t  year  wi th  t h e  important a s s i s t a n c e  of two of my 

r e s e a r c h  a s s i s t a n t s ,  Norman Kneiss le r  and Mark Ramsaier, w e  c a r r i e d  ou t  

~ - - _ _  I ~ _  . .- ---- - 

- 
a series of comparative ana lyses  of t h e  R&D marketing s t r a t e g i e s  and 

e f f e c t i v e n e s s  of n ine  companies. The f i rms  a r e  loca t ed  a long  t h e  e a s t e r n  

seaboard between Washington and New Hampshire, range i n  s i z e  from s e v e r a l  

m i l l i o n s  of d o l l a r s  i n  s a l e s  t o  s e v e r a l  hundred m i l l i o n  d o l l a r s ,  and gen- 
c__c_---- - - 

e r a l l y  but not exc lus ive ly  a r e  i n  t h e  e l e c t r o n i c  systems o r  r e l a t e d  bus i -  

nes ses .  

Qf competit ions t h a t  w e  have examined i n  t h e  p a s t :  

p e t i t i v e  procurements f o r  new R&D bus iness- -not  f o r  follow-on, no t  f o r  

product ion ,  but f o r  r e sea rch  and development--that involved over $100,000 

i n  t h e  award or, i n  t h i s  . .  - cage, i n  t h e  b id  amount o f  t h e  companies. We d i d  

:i;t z e s t r i c t  t h e  sample by government agency nor by whether t h e  jobs  were 

-_ - 

-_-- ~ _ _ I  . - _  -__- 

__ - --__ _. 

-__- - -  _--- _ _  -- - 
I n  t h e  n ine  companies we were aga in  concerned wi th  t h e  same k inds  

L -  

namely, formal ly  cam- . . - -. . __"_ . 

___ --e-- - -  -,a- - - - -  

- - - _--- ---- 

_/--I - 

c l a s s i f i e d  o r  u n c l a s s i f i e d -  I n  t h e  n ine  companies, w e  s t u d i e d  a t o t a l  of 

1 2 1  ccmpet i t ions .  

Tn Table 1 w e  have displayed f o r  t h e  n ine  companies, companies M 
\-- 

through U, t h e  numeric cap tu re  r a t i o s  achieved i n  t h e  compet i t ions  

s tud ied .  This  r a t i o  i s  what many companies use  a s  a p r i n c i p a l  measure 

of marketing e f f e c t i v e n e s s .  It i s  merely t h e  r a t i o  of t h e  number of jobs  

t h a t  t h e  company b i d s  t o  t h e  number of j obs  obta ined .  Th i s  measure of 

marketing e f f e c t i v e n e s s  i s  usua l ly  r e f e r r e d  t o  a s  t h e  win r a t i o .  You 

w i l l  n o t e  t h e  s i g n i f i c a n t  d i f f e r e n c e  between Company M - t h e  f i r s t  ranked 

company i n  terms of t h i s  r a t i o  - and Company N - t h e  second ranked company 
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Table 1, 

NUMERIC CAPTURE RATIOS 

COWANY # BID 

10 
22 
18 
15 

4 
10 
1 2  
13 
17 

60 
.3l 
06 

0 20 
25 

e 10 
D 17 
0 
0 - 

t h i s  measure. 

R & D competi t ions f o r  new business  t h a t  were over  $100,000 i n  s i z e .  

The f i r s t  ranked company won 60 percent  of t hose  formal 
8 

They 

b id  t e n  and won s i x .  The second ranked company on t h i s  measure of e f f ec -  

t i v e n e s s  only won h a l f  a s  many, 31 percent .  

P lease  note  t h a t  t h e  s t r i k i n g  d i f f e r e n c e  between Company M (No. 1) 

and Company N (No. 2) i s  much g r e a t e r  than  t h e  d i f f e r e n c e  between any two of 

tn,: .lither c w p a n i e s .  The t h i r d  ranked company won 25 pe rcen t ,  t h e  fou r th  

r anked  company won 20 percent ,  the f i f t h  ranked won 17 ,  then  10, then  6 ,  

and  e couple of companies, of course,  out  of 13 and 17 competi t ions i n  

+$&is s i z e  range r e s p e c t i v e l y ,  won no compet i t iono  This  d i f f e r e n c e  i s  

something wi th  which you should be concerned. 

Secondly, you should note  the  average measure. For n ine  companies 

t h a t ' r e f l e c t  a s  w e l l  a s  any o ther  grouping might t h e  composition of t h e  

companies represented  i n  t h i s  audience,  t h e  average numeric win r a t i o  was 

17 percent ,  o r  about one out of s i x  of t h e i r  compet i t ions were won. Re- 

member t h a t  w e  a re  t a l k i n g  about new bus iness ,  formal competi t ion,  r e sea rch  

I 

and development, over  $100,000 i n  s i z e .  This  f i g u r e  g ives  you some perspec- 

t i v e s  on some of your competi tors* 
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Another measure t h a t  many of you use ,  probably an  i n t e l l i g e n t  measure, 

i s  t h e  d o l l a r  cap ture  r a t i o .  It i s  important t o  cons ider  not  on ly  what 

percentage of t h e  jobs you b i d  on t h a t  you won, but a l s o  what percentage 

of t h e  money t h a t  you a r e  t r y i n g  t o  g e t  t h a t  you do g e t .  Here i n  Table 2 

Table 2. 

DOLLAR CAPTURE RATIOS 

No. of 
Competitions $ WON $ BID 

RANK 
I 

COMPANY i n  Sample (000) (000) RAT I O  

9 
22 
18 
15 
4 

10 
1 2  
13 
15 

1 , 044 
2,750 

480 
912 
150 
245 
300 

0 
0 

2 , 561 
20,573 

10,981 
2 , 766 
5,110 
9,234 
5,353 
5,919 

3 , 474 

-41  
.13 
* 12 
.08 
.05 
.05 
.03 
0 
0 - 

AVG.= .09 

we c h a r t  t h e  d o l l a r s  b id  by t h e  nine companies a g a i n s t  t h e  d o l l a r s  t h a t  

they  won. Here w e  show t h e  r a t i o s  of d o l l a r s  won t o  d o l l a r s  b id  f o r  

t h e s e  n ine  companies a r rayed  i n  rank o rde r .  

5,etween Company M and its d o l l a r  win r a t i o  of 41 percent  ( t h a t  i s ,  i n  

d o l l a r  terms it won 4 1 p e r c e n t  of the d o l l a r  b ids  t h a t  it extended) ve r sus  

t h e  second company i n  l i n e  which won only 13 percent .  

them won, r e spec t ive ly ,  12,  8, 5, 5, 3, and ze ro  percent .  Every company 

below No. 1 won a much smal le r  percentage of t h e  do l3a r s  sought i n  t h e  

competi t ions:  

cen t  of t h e  d o l l a r s  t h a t  they  t r i e d  t o  g e t .  

Again no te  t h e  d i f f e r e n c e  

Companies below 

t h e  average wins f o r  a l l  of t h e  companies was only 9 per- 

I 
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We can observe t h a t  17 percent of t h e  jobs  bid were won, producing 

only  9 percent  of d o l l a r s  b id .  Obviously, t h e s e  companies i n  genera l  a r e  

l o s i n g  out on t h e  l a r g e r  con t r ac t s  f o r  which they  a re  b idding;  they  a r e  

winning a l a r g e r  percentage of t he  smal le r  c o n t r a c t s  they  a r e  bidding.  

This  s i t u a t i o n  is  reasonable  f o r  our a rea  of t h e  country.  The e a s t e r n  

seaboard t h a t  w e  s tud ied  i s  not the  home of those  companies g e t t i n g  most 

of t h e  very  l a r g e  defense procurements. 

t o  go t o  t h e  West Coast o r  t o  o ther  a r e a s  of t h e  country not  included i n  

our sample. 

The l a r g e r  c o n t r a c t s  a r e  tending  

Our f i n a l  success  measure t h a t  seems of p o s s i b l e  i n t e r e s t  i s  t h e  

r e t u r n  on proposal  investment.  A l l  of  u s  a r e  f a m i l i a r  wi th  r e t u r n  on 

investment c r i t e r i a  a s  u sua l ly  app l i ed  i n  manufacturing. Too seldom do 

we worry about r e t u r n  on proposal  investment c r i t e r i a  f o r  a p p l i c a t i o n  t o  

t h e  marketing of r e sea rch  and development. The r e t u r n  on proposal  i nves t -  

ment i s  being measured r e l a t i v e l y  simply: d o l l a r s  spent  on prepar ing  pro- 

p o s a l s  i n  r e l a t i o n  t o  d o l l a r s  won by t h e s e  companies. (Here aga in  w e  a r e  

concerned wi th  new bus iness  competit ions f o r  R&D work, formally competi- 

t i v e ,  over $100,000 i n  s i z e . )  

Table 3 shows what w e  found. I n  terms of d o l l a r s  won r e l a t i v e  t o  t h e  

p o p o s a l  d o l l a r s  spent  t o  win these  d o l l a r s  ( t h e  Return on Proposal Inves t -  

ment F a c t o r ) ,  t h e  f i r s t  ranked company won 27% times t h e  d o l l a r s  t h a t  it 

spent  t o  win. This  i s  not  t o  say t h a t  t h e  company p r o f i t e d  by t h i s  success  

f a c t o r .  I f  w e  apply a s i x  percent p r o f i t  f a c t o r  t o  t h e  d i r e c t  d o l l a r s  won, 

t h i s  company comes out  j u s t  a l i t t l e  i n  t h e  b lack;  t h a t  i s , e s t ima ted  pro- 

f i t s  on t h e  c o n t r a c t s  won s l i g h t l y  exceed t h e  proposal  d o l l a r s  t h a t  t h e  

company spent  t o  win those  c o n t r a c t s .  Of course ,  proposal  d o l l a r s  do .no t  
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Table 3 .  

RETURN 3 PROPOSAL INVESTMENTS 

COMPANY 

No. of 
Competitions $ Won PROP. $ 

i n  Sample (000) (000) 

9 1,044 38 
21 2,305 381 
11 * 
13 813 258 
4 150 14 

10 245 1 7 1  
12 300 38 
10 0 46 
13 0 83 

27.5 
6 . 1  

3.2 
10.7 
1.4 
7.9 
0.0 
0.0 - 

AVG.= 4.7 

* Incomplete information 

usually come out  of p r o f i t s  i n  t h e  defense  i n d u s t r y ,  so w e  need never make 

t h a t  kind of comparison. But  i f  you were a p r i v a t e  i n v e s t o r  i n  a p r i v a t e  

investment s i t u a t i o n ,  you would worry about p r o f i t  d o l l a r s  r e l a t i v e  t o  

proposa l  expendi tures  r a t h e r  than j u s t  s a l e s  d o l l a r s .  

Again, look a t  t h e  d i f f e rence  between the No; 1 and t h e  No. :2!companies. 

No. 2 won i n  d o l l a r s  10.7 times what i t  spent  on proposa ls  t o  g e t  i t s  

c o n t r a c t s .  (One company's c o s t  da ta  were s o  poor ly  organized  t h a t  we 

decided t o  leave  it  ou t . )  

times t h e  d o l l a r s  t h a t  t hey  spent on proposa ls  was a l l  t h a t  t hey  won i n  

c o n t r a c t s .  Now l e t  us t u r n  t h i s  around. It means t h a t  t h e s e  companies 

spent  22 percent of t h e i r  "winnings" i n  proposal. p repa ra t ion  a l o n e  t o  

g e t  t h e  bus iness .  

But note t h e  average of a l l  companies: 4.7 

Now t h e s e  f a c t s  do not j i b e  wi th  what people commonly 

t e l l  us about R & D proposal c o s t s  amounting t o  two t o  three percent  o f  

sales. Why do t h e  " fac ts"  not j i b e ?  The answer i s  simple: Because w e  

a r e  h e r e  measuring s p e c i f i c  c o s t s - - t o t a l  money spent  t o  produce s p e c i f i c  
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s a l e s .  We exclude a l l  s p i l l o v e r  e f f e c t s  of follow-on, of so le -source  

procurements, and so on--where companies do not spend much money t o  g e t  

t h e  business .  I n  my opinion w e  should be looking a t  t h e  proposal  c o s t  t o  

s a l e s  captured a s  a measure of e f f e c t i v e n e s s  of t h e  marketing and engi-  

neer ing  s t r a t e g y  i n  t h e  company. The more grandiose  measures do not  examine 

t h e  t i t - f o r - t a t  r e l a t i o n s h i p  of  what d id  I g e t  f o r  what I spent .  The gran-  

d i o s e  measures mask t h e  whole r e l a t i o n s h i p  by adding somewhat i r r e l e v a n t  

cons idera t ions- - the  s o l e  source business  t h a t  o f t e n  does not  r e l a t e  t o  t h e  

compet i t ive  proposal  e f f o r t s  and t h e  follow-on bus iness  t h a t  does not  d i -  

r e c t l y  r e l a t e  t o  t h e  o r i g i n a l  proposal e f f o r t s .  

measure when we look a t  d o l l a r s  spent  f o r  d o l l a r s  won i n  comparable cases .  

f 

We g e t  a much d i f f e r e n t  

I n  Table 4 w e  l i s t  f o r  a l l  companies t h e i r  ranks according t o  t h e  

t h r e e  d i f f e r e n t  measures: d o l l a r  cap tu re  r a t i o ,  numeric cap tu re  r a t i o ,  

and r e t u r n  on proposal  investment. These, of course ,  a r e  not  independent 

measures. I n  gene ra l ,  t h e  r e l a t i o n s h i p s  a re  h ighly  c o r r e l a t e d :  t h a t  i s ,  

t h e r e  i s  a " 8  c o r r e l a t i o n  between d o l l a r  cap tu re  r a t i o  and numeric cap tu re  

ratio; a .92 c o r r e l a t i o n  c o e f f i c i e n t  between numeric cap tu re  r a t i o  and 

r e t u r n  on proposal  investment;  and a .61 r e l a t i o n s h i p  between d o l l a r  

cap tu re  r a t i o  and t h e  r e t u r n  on proposal  investment.  This  does not  say 

t h a t  f o r  any given company, rankings on any of t h e s e  given measures a r e  

n e c e s s a r i l y  t h e  same. 

an  a r r a y  of competi t ive companies, each of t h e s e  t h r e e  measures t ends  t o  

g ive  you a c l o s e l y  r e l a t e d  ranking of compet i t ive  success .  

It i n d i c a t e s  t h a t  i n  genera l  i f  you a re  eva lua t ing  
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Table 4. 

COMPARISON COMPETITIVE SUCCESS MEASURES 

RANKINGS 

Return on 
$ Capture Numeric Proposa 1 

COMPANY Rat io  Capture Rat io  Inves t  men t 

CORRELATIONS 

(Signi f icance  l eve l s :  **.01; * .05)  

STRATEGY DIFFERENCES I N  R&D MARKETING 

Given t h e s e  t h r e e  measures w e  now s p l i t  t h e  sample of companies i n t o  

high and low performing groups. For each of t h e  t h r e e  measures sepa ra t e ly  

w e  took those  companies t h a t  were high i n  performance, gene ra l ly  above t h e  

aean, a s  one group. 

Selow t h e  mean a s  a company--became a second group. 

h igher  performing companies a s  a group wi th  t h e  low performing companies 

t o  see i f  w e  might document some of t h e  r e a l  d i f f e r e n c e s  i n  t h e i r  R&D 

marketing s t r a t e g i e s  and t a c t i c s .  

w e  have been us ing  i n  pas t  s tud ie s ,  w e  found s e v e r a l  of t h e  r e l a t i o n s h i p s  

t o  be s t a t i s t i c a l l y  s i g n i f i c a n t .  Di f fe rences  between t h e  h igh  and low com- 

pany groups show up, f o r  example, i n  t h e  a r e a s  of a n t i c i p a t i o n  of reques t  

f o r  proposal ,  knowledge of the i n i t i a t o r  of t h e  procurement, p r i o r  con- 

Those companies t h a t  were low i n  performance--namely 

We then  compared t h e  

Employing t h e  same kinds of ques t ions  
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t r a c t u a l  work wi th  t h e  organiza t ion ,  and knowledge of t h e  funding of t h e  

government organiza t ion .  

panies  tended t o  know s i g n i f i c a n t l y  more than  d i d  t h e  lower ranking com- 

panies  

I n  t h e s e  in s t ances  t h e  h igher  performing com- 

But a key f ind ing  i s  t h a t  a l l  of t h e  r e l a t i o n s h i p s  t h a t  were s i g n i f i -  

c a n t ,  a l l  of t h e  meaningful d i f f e rences  between t h e  h igh  and t h e  low com- 

panies ,  were i n  a c t i v i t i e s  t h a t  preceded r e c e i p t  of t h e  r eques t  f o r  pro- 

posa l  ... not  i n  those  t h a t  followed r e c e i p t  of t h e  RFP. 

v i t i e s ,  s t r a t e g i e s  and dec i s ions  t h a t  followed r e c e i p t  of t h e  r e q u e s t s  

f o r  proposal ,  no f a c t o r  l e d  t o  a s i g n i f i c a n t  d i s t i n c t i o n  between t h e  h igh  

performing companies and t h e  l o w  performing companies. This  i s  r e a l l y  t h e  

same t h a t  w e  have learned previously i n  our r e sea rch  s t u d i e s  of i n d i v i d u a l  

R&D procurements, a s  w e l l  a s  i n  our examination of t h e  genera l  d i f f e r e n c e s  

between winners and l o s e r s  i n  a number of compet i t ions.  Now w e  have found 

t h e  same kind of conclusion i n  looking a t  companies a s  a whole i n  terms of 

t h e  aggrega te  of t h e i r  new business a c t i v i t i e s .  

panies  a r e  s i g n i f i c a n t l y  d i f f e r e n t  from t h e  low performing companies pr in-  

c i p a l l y  i n  what they  do and what they know before  they  r ece ive  formal re- 

ques t s  f o r  R&D proposals .  I th ink  t h i s  i s  something you ought t o  contem- 

p l a t e  when you t r y  t o  des ign  new s t r a t e g i e s  f o r  improving your company's 

F&D marketing e f f e c t i v e n e s s .  

I n  terms of a c t i -  

The high performing com- 

A l l  of t h e  above, what we presented l a s t  year  a t  t h i s  conference a s  

w e l l  a s  t h e  da ta  t h a t  w e  have gathered i n  t h e  p a s t  yea r ,  r e f l e c t  t h e  i m -  

por tance of what I have c a l l e d  a contac t  o r i e n t a t i o n ,  a s  opposed t o  a 

proposal  o r i e n t a t i o n .  When t h e  o rgan iza t ion  i s  person-to-person con tac t  

o r i en ted ,  when it be l i eves  i n  t h i s  approach and fol lows it through con- . 
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s i s t e n t l y  over a long per iod of time, t h i s  behavior tends  t o  be r e f l e c t e d  

i n  t h e  company's overa l l  performance both i n  ind iv idua l  c o n t r a c t s  and  i n  

gene ra l  company-against -company comparisons Yet our  recent: cornparat ivc  

ana lyses  a l s o  r e s u l t e d  in an  i n a b i l i t y  t o  ca t egor i ze  any of t h e  n ine  com- 

panies  s tud ied  c o n s i s t e n t l y  in  terms of i t a  p r a c t i c e  of one o r  t h e  o t h e r  

o r i e n t a t i o n ,  In  p a r t i c u l a r ,  deepi te  the  re la t ive ly  high pertormance of 

some of t h e  cumpanies t h a t  we looked a t ,  nu company c l e a r l y  and c o n s i s t e n t l y  

followed a pol icy  and p r a c t i c e  of adhering t o  t h e  contac t  o r i e n t a t i o n  i n  

t h e  way it  went about ca r ry ing  out  i t ' s  bus iness  marketing a c t i v i t y .  

This  t o  me seem$ r a t h e r  d i sappoin t ing  and discouraging about t h e  defense 

indus t ry  i n  t h i s  geographica l  a rea .  Although we now have so much evidence 

gathered i n  so many d i f f e r e n t  ways t h a t  suggest t h e  s t r e n g t h  and importance 

of contac t  o r i e n t a t i o n ,  we cannot f i n d  a s i n g l e  company that: e x h i b i t s  t h a t  

kind o f a n o r i e n c a t i o n  cons i s t en t ly  i n  a l l  of t h e  competi t ions i n  which i t  

engages- (By t h e  way, I do c a l l  a t t e n t i o n  t o  t he  f a c t  t h a t  we d id  f i n d  

such consis tency i n  a small  research  o rgan iza t ion  i n  New Je r sey  t h a t  we 

s tud ied  t h r e e  yea r s  ago when we were t e s t i n g  out our  r e sea rch  procedures.  

But t h i s  f i r m  was not  included among t h e  l a r g e r  R & D o r i e n t e d  companies 

t h a t  were s t u d i e d  i n  our  r ecen t  comparative sample.) - .. ..-.-,. ~ ., - -.. - I ~ -.."e 

IMPROVEMENT OF R&D MARKETING EFFECTIVENESS 

Let  me  t u r n  wi th  t h i s  t o  the  f i n a l  s e c t o r  of t h e  t a l k ,  namely improv- 

ing R & D marketing e f f ec t iveness .  The f i r s t  po in t  t h a t  1 should l i k e  t o  

make is t h a t  he who doesn ' t  study h i s t o r y  i s  doomed t o  repea t  i t .  

is a g r e a t  need f o r  sel'f st'wdy i n  t h e  defense indus t ry ,  p a r t i c u l a r I y  i n  

There 



the marketing area. Perhaps the self study needs to be aided by the same 

binds of systems analysts or other forms of expertise that yotlr ~ ; ~ n p ~ z i e s  

gather to look at other people's problems, 
i 

You have your own pr~R'7-e.m~ 

within the industry: 

fsmance. If you don't begin t~ engage in wore self analysis, you are 

bound to maintain the same record of what I believe to be mediocre market- 

ing performance that you have had in the past. 

you ought to be analyzing yourselves and your per- 

My second point from all of these studies is that it appears important 

t h a t  more logical and more rational procedures and policy for bid, no-bid 

pecisions must be devised and must be effected In your companies, Compan- 

ies are bidding far to0 many j obs  that they have no business bidding, 

say this while fully recognizing the many non-win oriented reasons for bid- 

ding R 6s D contracts. I know about "attempting to gain exposure to a 

government agency"; 1 know about "buying a ticket to get in to t a l k  to the 

inftiators later"; and the many other reasons your companies give when you 

I 

j - h s  you h a m  little chances of winning. It io still my conviction 

e b k - 6  ~ I C P  rationality must $e applied bo the bid, no bid decision-making 

avos ~ 

* 
3irdly, Z think that there is a need for maire integrated funding and 

-, P. lc i r ~ o r i  mking am0ng the areas of company sponsored in=~house research 

and development, government sponsored in-house R&D, as well as proposal 

activities. 

and company objectives. 

ies in Ney England and.glsewhere in the country, P conclude that too few 

companies in the defense industry have clearcuk objectives end planso 

They therefore have RO basis against which to make integrated funding or 

Furthermore, ell of these ought to be tied to company plans 

From my crbservaticn of a large number of compan- 

! 
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proposa l  dec i s ion  making i n  many of t h e  perplexing cases  they must f a c e  

up t o .  Each b id ,  no-bid case  seems t o  be an  ad hoc s i t u a t i o n  f o r  c r e a t i v e  

d e c i s i o n  making, not  something t h a t  can be decided on and followed through 

r epea ted ly  i n  a c o n s i s t e n t  manner. 

Fourth,  I t h i n k  a l l  our  evidence proves c l e a r l y  t h e  need f o r  f a r  more 

concen t r a t ion  on t h e  e a r l y  phases of R&D competi t ion,  what w e  might even 

c a l l  t h e  pre-competit ion phase. The emphasis should occur  i n  t h e  phase 

t h a t  precedes t h e  RFP, i n  f a c t  i n  t h e  phase t h a t  r e a l l y  precedes t h e  tech-  

n i c a l  i n i t i a t o r  i n  government beginning t o  dec ide  t h a t  he has work t h a t  

ought t o  be done under o u t s i d e  c o n t r a c t .  

F i f t h ,  t h e r e  i s  a need f o r ,  I t h i n k  t h e r e  is almost a n  absence i n  

indus t ry  o f ,  e f f e c t i v e  marketing a n a l y s i s  information systems aimed a t  manage- 

ment dec i s ion  m k i n g .  A company loses  t h e  information content  i t  has  i n  

i t s  exper ience  i f  it does no t  have t h e  kind of  r e c a l l ,  eva lua t ion ,  and 

a n a l y s i s  c a p a b i l i t i e s  needed today. 

use t h e  information t h a t  your own bus iness  a c t i v i t i e s  from day t o  day a r e  

genera t ing .  

f u t u r e  jobs  o r  your competi t ion.  You need b e t t e r  in-house informat ion  

a n a l y s i s  systems t o  ana lyze  what your experience i s  c u r r e n t l y  t e l l i n g  

some of you i n t u i t i v e l y ,  but f a r  too few of you. 

Your f i rms  need systems t o  adequate ly  

This  i s  not t o  say you need b e t t e r  i n t e l l i g e n c e  systemsron 

F i n a l l y ,  I t h i n k  t h a t  engineers  i n  p a r t i c u l a r  (marketing people,  

too,  but engineers  i n  p a r t i c u l a r )  need t o  be educated i n  t h e s e  i n s i g h t s  

i n t o  t h e  de te rminants  of r e sea rch  and development awards and R69 market- 

i ng  e f f e c t i v e n e s s .  

o rgan iza t ion ,  a s  i n e v i t a b l y  you m u s t  have i n  a t e c h n i c a l  o rgan iza t ion  of 

p ro fes s iona l  people ,  you have t o  depend on t h e  i n d i v i d u a l  engineer  t o  

When you have decen t r a l i zed  r e s p o n s i b i l i t i e s  i n  a n  
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make many key marketing oriented decisions. 

and what really matters in the area of R&D competition. 

able to use tight rules and regulations as laws for enforcing no bid ccn. 

straints under one circumstance or another. Should you ever attempt L O  

set up such regulations, the technical people who want to bid a j c b  ?,ill 

manage to confuse and confound their enforcement, 

He must know wh3t is right 

Ycu wonet 5e 

Instead you are going to require an across-the-board educatea approach 

to this erientation. 

facts of the R&D marketplace sc that they will discipline themselves. 

T --s is not to say that you should have anarchy in your companies, The 

marketing organization should attempt wheatver it can t o  emphasize a 

person-to-person contact orientation while it continues to educate. But 

you will need much more widespread education of the technical people into 

what all of these marketing understandings suggest before you achieve that 

elusive paradise in which every engineer thinks, at least some of the time, 

like a marketing man: 

The engineers need to understand and believe these 


